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7DEOH 9DULRXV SDUDPHWHUVIRUZHDUVWXGLHV
&RPSRVLWLRQRIWKHDOOR\V 9DULDEOHSDUDPHWHUV &RQVWDQWV
$ DOOR\ EHIRUH DQG DIWHU WKH
DGGLWLRQ RI PDVWHU DOOR\V )RUJH
DJHGFRQGLWLRQV
1RUPDOSUHVVXUH  1PP
DQG
6OLGLQJ6SHHGY PV
6OLGLQJ'LVWDQFH/ P
$ DOOR\ EHIRUH DQG DIWHU WKH
DGGLWLRQ RI PDVWHU DOOR\V )RUJH
DJHGFRQGLWLRQV
6OLGLQJVSHHG  PV
 DQG
1RUPDO3UHVVXUH3 1PP
6OLGLQJ'LVWDQFH/ P
$ DOOR\ EHIRUH DQG DIWHU WKH
DGGLWLRQ RI PDVWHU DOOR\V )RUJH
DJHGFRQGLWLRQV
6OLGLQJGLVWDQFH ± P
DQG
1RUPDO3UHVVXUH3 1PP
6OLGLQJ6SHHGY PV
:HDU 6WXGLHV
7KHLPSURYHPHQWVLQWKHZHDUEHKDYLRXURIIRUJHG$DOOR\ZLWKDQGZLWKRXWWKHDGGLWLRQRIJUDLQUHILQHUDQG
PRGLILHUXQGHUYDULRXVQRUPDOSUHVVXUHVVOLGLQJVSHHGVDQGVOLGLQJGLVWDQFHVKDYHEHHQVWXGLHG:HDU EHKDYLRXUV
TXDQWLILHG LQ WKH IRUP RI ZHDU ORVV IULFWLRQDO IRUFH DQG FRHIILFLHQW RI IULFWLRQ RI IRUJH DJHG$PDWHULDOV DUH
DVVHVVHG2QHLPSRUWDQWSRLQWWREHQRWHGLVWKDWWKHGLIIHUHQFHLQZHDU EHKDYLRXU GXHWRWKHVWUXFWXUDOYDULDWLRQLV
UHYHDOHGRQO\DWFRQGLWLRQRIKLJKHUORDGKLJKHUVSHHGDQGORQJHUGLVWDQFHRIWHVWLQJ$WORZHUHQGVWKHGLIIHUHQFHLV
PDUJLQDO
 (IIHFWRI1RUPDO3UHVVXUH
7KHHIIHFWRIQRUPDOSUHVVXUHRQWKHZHLJKWORVVDQGIULFWLRQDOIRUFHRIIRUJHG$DOOR\XQGHUGLIIHUHQW QRUPDO
SUHVVXUHV     DQG 1PPZLWK FRQVWDQW VOLGLQJ GLVWDQFH P DQG DW FRQVWDQW VOLGLQJ
VSHHGPVLVVKRZQLQ)LJ)URPWKH)LJDLWLVFOHDUWKDWWKHZHLJKWORVVRIIRUJHG$DOOR\ZLWKDQG
ZLWKRXWWKHDGGLWLRQRIJUDLQUHILQHUDQGPRGLILHUJRHVRQLQFUHDVLQJZLWKDQLQFUHDVHLQQRUPDOSUHVVXUHLQDOOWKH
FDVHV VWXGLHGDQG WKLV LVGXH WR WKH IRUJLQJDQGKHDW WUHDWPHQWHIIHFWZKHUHLQ WKHPLFURVWUXFWXUHVRI IRUJHG$
DOOR\ KDYH D PRUH XQLIRUP GLVWULEXWLRQ RI WKH 6L SDUWLFOHV DQG WKH HXWHFWLF VLOLFRQ +RZHYHU PHOW WUHDWPHQW
LQIOXHQFHGWKHZHDUORVVZLWKUHVSHFWWRWKHQRUPDOSUHVVXUHWRDFHUWDLQH[WHQW*UDSKSUHVHQWHGLQ)LJE
VKRZWKHYDULDWLRQRIIULFWLRQDOIRUFHZLWKQRUPDOSUHVVXUH)LJXUHFOHDUO\LQGLFDWHVWKDWWKHIULFWLRQDOIRUFHLQFUHDVHV
ZLWKLQFUHDVHLQQRUPDOSUHVVXUHLQDOPRVWDOOWKHFDVHVVWXGLHGXSWRWKHDGGLWLRQRIJUDLQUHILQHU+RZHYHUIXUWKHU
DVXGGHQGHFUHDVHLQWKHIULFWLRQDOIRUFHZLWKDQLQFUHDVHLQWKHQRUPDOSUHVVXUHLVFOHDUO\LQGLFDWHGZKLFKPLJKWEH
GXH WR WKH FKDQJH LQ WKHPLFURVWUXFWXUH  IURP  FRDUVH  WR  ILQH  GHQGULWHV  DQG  SODWH  OLNH  HXWHFWLF 6L LQWR ILQH
SDUWLFOHVZKLFKUHGXFHVWKHDUHDRIFRQWDFWRIHXWHFWLFVLOLFRQ,QDGGLWLRQFKDQJHLQWKHPLFURVWUXFWXUHOHDGVWRWKH
WRXJKQHVVDQGVWUHQJWKRIWKHDOOR\OHDGLQJWROHVVHUIULFWLRQDOIRUFH7KHOLQHDULW\LQWKHFXUYHLVGLVUXSWHGE\VXGGHQ
FKDQJH LQ WKH VORSH ZKLFK UHVXOWV  UHJLPHV LQ WKH SURILOHV 7KHVH  UHJLPHV FRXOG EH FRUUHODWHG WR WKH WKUHH
PHFKDQLVPV RSHUDWLYH XQGHU GLIIHUHQW SUHVVXUH FRQGLWLRQV ,Q WKH ORZ SUHVVXUH UHJLPH ORVV RI PHWDO FRXOG EH
DWWULEXWHG WRDEUDVLRQZHDUZKLFK LVFDXVHGE\ WKHKDUG VLOLFRQSDUWLFOHV VFXIIHGDZD\ IURP WKHPDWUL[$WKLJKHU
QRUPDO SUHVVXUH GHEULV RI VLOLFRQ SDUWLFOHV JHWV HPEHGGHG LQWR WKH VRIW $O PDWUL[ OHDGLQJ WR D VLWXDWLRQ ZKHUH
DGKHVLYHZHDUEHFRPHVGRPLQDQW$WLQWHUPHGLDWHOHYHOVRIQRUPDOSUHVVXUHDPL[HGPRGHRIPHFKDQLVPSUHYDLOV
ZKLFKLVFRQILUPHGE\LPDJHVRIZRUQVXUIDFHVWXGLHGXQGHUVFDQQLQJHOHFWURQPLFURVFRSHDQGLVVKRZQLQ)LJD
E )LJDEVKRZV6(0SKRWRJUDSKRIZRUQRXWVDPSOHVDWHVWHGDWORZHUORDGVRINJZHDUWUDFNVDUHYLVLEOH
LQGLFDWLYHRIDEUDVLRQZHDUDQGEWHVWHGDWNJZHDUWUDFNVDUHQRWYLVLEOHPHWDO IORZDQGUDSWXUHLQGLFDWLYHRI
DGKHVLYHZHDULVHYLGHQW
 (IIHFWRI6OLGLQJ6SHHG
7KH HIIHFW RI JUDLQ UHILQHPHQW DQGPRGLILFDWLRQ RI IRUJHG$ DOOR\ RQ WKHZHLJKW ORVV DQG IULFWLRQDO IRUFH
XQGHUGLIIHUHQWVOLGLQJVSHHGVDQGPVZLWKFRQVWDQWQRUPDOSUHVVXUH1PP
DQGDWFRQVWDQWVOLGLQJGLVWDQFH PLVVKRZQLQ)LJ,WLVFOHDUIURP)LJDLWLVFOHDUO\REVHUYHGWKDWZLWK
LQFUHDVHLQWKHVOLGLQJVSHHGVDVXGGHQLQFUHDVHDQGGHFUHDVHLQWKHZHLJKWORVVRIIRUJHG$DOOR\ ZDVREVHUYHG
7KLV FRXOG EH GXH WR WKH IRUJLQJ SURFHVV FUHDWLQJ D ODUJH QXPEHU RIPLFUR YRLGV SDUWLFXODUO\ DW WKH LQWHUIDFH RI
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EULWWOH VLOLFRQ SKDVH DQG GXFWLOH DOXPLQLXP PDWUL[ 9RLG JURZWK DQG YRLG FRDOHVFHQFH EHFRPHV HDVLHU DW KLJKHU
VSHHGEHFDXVHKHDW JHQHUDWHGDWKLJKHUVSHHGVORZHUVWKHFRKHVLYHVWUHQJWKEHWZHHQWKHDWRPVDQGWHDULQJEHFRPHV
HDVLHU1RWH WKDW YRLGV DUH LQKHUHQWO\SUHVHQW LQ WKHPDWHULDO DQGQHZQXFOHDWLRQRI WKHP LV QRW QHFHVVDU\ ,Q WKH
IUDFWXUHSURFHVVLWLVQXFOHDWLRQRIWKHYRLG ZKLFKLVWKHPRVWGLIILFXOWHYHQWUHTXLULQJKLJKHUOHYHORIHQHUJ\7KLV
FRXOGEHFRQFHLYHGDVWKHUHDVRQVIRULQFUHDVLQJZHLJKWORVVZLWKVOLGLQJVSHHGLQWKHFDVHRIIRUJHGDOOR\,WLVFOHDU
IURP WKH)LJ E WKDW WKH IULFWLRQDO IRUFH LQFUHDVHVZLWK LQFUHDVLQJ VOLGLQJ VSHHG IURP WRPV IRU IRUJHG
$DOOR\ZLWKDQGZLWKRXWWKHDGGLWLRQRIJUDLQUHILQHUDQGRUPRGLILHU+RZHYHUIXUWKHULQFUHDVHLQWKHVOLGLQJ
VSHHGIURPWRPVDGHFUHDVHLQWKHIULFWLRQDOIRUFHZDVREVHUYHG,QDGGLWLRQWKHIULFWLRQDOIRUFHLVDOZD\V
ORZHULQJUDLQUHILQHGDQGPRGLILHGDOOR\VZKHQFRPSDUHGWRWKHXQWUHDWHGDOOR\7KLVLVGXHWRWKHIDFWWKDWVWUHQJWK
DQGKDUGQHVVRIWKHDOOR\LPSURYHGZLWKWKHDGGLWLRQRIJUDLQUHILQHUDQGPRGLILHUZKHQFRPSDUHGWRWKH XQWUHDWHG
$DOOR\7KLVLVGXHWRWKHLQFUHDVHLQWKHWHPSHUDWXUHLQWKHZHDUVSHFLPHQ$VWKHWHPSHUDWXUHLQFUHDVHVLQWKH
VSHFLPHQ WKH LQWLPDWH FRQWDFW EHWZHHQ WKH ZHDULQJ SLQ DQG WKH URWDWLQJ GLVF LQFUHDVHV GXH WR ZKLFK WKH DOOR\
EHFRPHVVRIWHUDW WKHZHDULQJVXUIDFH)XUWKHU LW LVDOVRREVHUYHGWKDWDVWKHVOLGLQJVSHHGLQFUHDVHVIURPWR
PVWKHIULFWLRQDOIRUFHGHFUHDVHVFRQVLGHUDEO\DQGLWLVGXHWRWKHLQFUHDVHLQWKHIULFWLRQDOWHPSHUDWXUHZKLFK
FDXVHVUHGXFLQJVKHDUVWUHVVDWWKHZHDULQJVXUIDFH:LWKWKHDGGLWLRQRIJUDLQUHILQHUVWKHWRXJKQHVVDQGKDUGQHVVRI
WKHIRUJHGDOOR\LQFUHDVHVDQGOHDGVWROHVVIULFWLRQDOIRUFH
)LJ(IIHFWRIQRUPDOSUHVVXUHRQWKHZHLJKWORVVE(IIHFWRIQRUPDOSUHVVXUHRQWKH IULFWLRQDOIRUFH
)LJ 6(0SKRWRJUDSKRIZRUQVXUIDFHVVKRZLQJGLIIHUHQWZHDUPHFKDQLVPVDWHVWHGDWORZHUORDGVRINJEWHVWHGDW ORDGVRI NJ
(IIHFW RI6OLGLQJ'LVWDQFH
7KHHIIHFWRIVOLGLQJGLVWDQFHRQ WKH ZHLJKW ORVVDQG IULFWLRQDO IRUFHXQGHUGLIIHUHQWVOLGLQJGLVWDQFH
DQGDQGPZLWKFRQVWDQWQRUPDOSUHVVXUH1PPDQGDWFRQVWDQWVOLGLQJVSHHGPVLV
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REVHUYHGLQ)LJ,W LVFOHDUIURP)LJDWKDW WKHZHLJKW ORVV LQFUHDVHVZLWKDQLQFUHDVHLQWKHVOLGLQJGLVWDQFHLQ
DOPRVWDOOWKHFDVHVVWXGLHG ,WLVREYLRXVIDFWWKDWZHLJKWORVVLVSURSRUWLRQDOWRWKHVOLGLQJGLVWDQFHDQGLV GXHWRWKH
IDFWWKDWLQWKHIRUJHGDQGKHDWWUHDWHGPDWHULDOVWKHSDUWLFOHVDUHPRUHKRPRJHQHRXVO\GLVWULEXWHGLQFRPSDULVRQWR
WKHDVFDVWFRQGLWLRQ)URP)LJELWFOHDUO\YLVLEOHWKDWWKHIULFWLRQDOIRUFHLQFUHDVHVZLWKDQLQFUHDVHLQWKHVOLGLQJ
GLVWDQFHXSWRPDQGEH\RQGWKDWIULFWLRQDOIRUFHGHFUHDVHVGUDVWLFDOO\DVFOHDUO\VWXGLHGDQGREVHUYHGLQ)LJXUH
,WLVSUREDEO\GXHWRWKHUHGXFWLRQLQIULFWLRQ $GGLWLRQRIJUDLQUHILQHUOHDGVWRGHFUHDVHVLQWKHJUDLQVL]HDQGUHVXOWV
LQ WKH IRUPDWLRQRIPRUHQXPEHURIJUDLQERXQGDULHV)XUWKHU UHGXFWLRQ LQ WKH IULFWLRQDO IRUFHZLWK WKHDGGLWLRQRI
RI$O6UPRGLILHUFRXOGEHGXHWRWKHFRQYHUVLRQRIVKDUSQHHGOHSODWHOLNHHXWHFWLFVLOLFRQLQWRILQHURXQGHG
SDUWLFOHV
)LJ (IIHFWRIVOLGLQJVSHHGRQWKHZHLJKWORVVE(IIHFWRIVOLGLQJVSHHGRQWKH IULFWLRQDOIRUFH
)LJ(IIHFWRIVOLGLQJGLVWDQFHRQWKHZHLJKWORVVE(IIHFWRIVOLGLQJGLVWDQFHRQWKH IULFWLRQDO IRUFH
 &RQFOXVLRQV
x )RUJLQJ LPSURYHV ERWK VWUHQJWK DQG GXFWLOLW\ RI WKH PDWHULDOV +RZHYHU WKH LPSURYHPHQW LQ GXFWLOLW\ LV
SHUFHSWLEOHRQO\IRUSURSHUO\JUDLQUHILQHGDQGPRGLILHG$PDWHULDOV2QHVUHILQHGZLWK$O7LVKRZV
KLJKHVW LPSURYHPHQW LQ GXFWLOLW\ ZKLOH WKH RQHV WUHDWHG ZLWK  $O6U H[KLELWV OHVV LPSURYHPHQW LQ
GXFWLOLW\ZKHQIRUJHG
x ,QDOPRVWDOO WKH FDVHVVWXGLHG LWZDVREVHUYHG WKDW LQ IRUJHGFRQGLWLRQDFRQVLGHUDEOHGHFUHDVH LQ WKHZHLJKW
ORVVDQGIULFWLRQDOIRUFHZDVQRWLFHGDVFRPSDUHGWRWKHXQWUHDWHGFRQGLWLRQDVFDVW$DOOR\DQGWKLVZRXOG
EHGXHWRWKHHIIHFWRIIRUJLQJRQ$DOOR\
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x ,WZDVDOVRREVHUYHG WKDW XQGHU IRUJHGFRQGLWLRQV WKHZHLJKW ORVVRIDOOR\ LQFUHDVHVZLWKDQ LQFUHDVH LQ WKH
QRUPDOSUHVVXUHDQGDOVRZLWKLQFUHDVHLQVOLGLQJGLVWDQFH:HDUUHVLVWDQFHRIIRUJHG$DOOR\LVLPSURYHG
ZLWKWKHDGGLWLRQRI$O7L$O%JUDLQUHILQHUVDQGRU$O6UPRGLILHUWRWKHPHOW
x 7KH HIIHFW RI WKH IULFWLRQDO IRUFHRQ IRUJHG$DOOR\ FOHDUO\ LQGLFDWHV DQ LQFUHDVH DQG ODWHU GHFUHDVHZLWK
UHVSHFWWRQRUPDOSUHVVXUHVOLGLQJVSHHGDQGVOLGLQJGLVWDQFH7KHUHDVRQIRUWKHVDPHLV GXHWRWKHHIIHFWRI
DGGLWLRQ RI JUDLQ UHILQHU DQG PRGLILHU HLWKHU LQGLYLGXDOO\ RU LQ FRPELQHG DQG UHGXFWLRQ LQ IULFWLRQ LQ ERWK
FRQGLWLRQV
$FNQRZOHGJPHQWV
7KHDXWKRUVDUHJUDWHIXO WR0U'56XEUDPDQ\D 0DQDJLQJ'LUHFWRU0U6XEKDVKDQG WKHLUHQWLUH WHDPRI
)LWZHO7RROVDQG)RUJLQJV3ULYDWH/LPLWHG7XPNXU.DUQDWDND,QGLDIRUH[WHQGLQJDOOWKHQHFHVVDU\IDFLOLWLHVIRU
WKHFRQGXFWRIDOOIRUJLQJSURFHVVHVRSHUDWLRQVDQGSUHSDUDWLRQRIVDPSOHVIRUWULERORJLFDODQGPHFKDQLFDOWHVWLQJ
5HIHUHQFHV
/LPPDQHHYLFKLWU&(LGKHG:  ³)DGLQJ PHFKDQLVPRIJUDLQ UHILQHPHQWRI DOXPLQXP VLOLFRQ DOOR\ZLWK
$O±7L±%JUDLQUHILQHUV´ 0DWHU6FLDQG(QJJ$
&DFHUHV&+6HOOLQJ%,³&DVWLQJGHIHFWVDQGWKHWHQVLOHSURSHUWLHVRIDQ$O6L0JDOOR\´ 0DWHU6FLDQG
(QJJ$
-HQJ6&&KHQ6:  ³7KH6ROLGLILFDWLRQ FKDUDFWHULVWLFV RI  DQG$ DOXPLQLXP DOOR\V DQG WKHLU
FHUDPLFSDUWLFOHUHLQIRUFHGFRPSRVLWHV´ $FWD0DWHULDOLD
$W[DJD*3HOD\R$,ULVDUUL$0 0DWHU6FLDQG7HFK
6UHHMD.XPDUL663LOODL5 03DL%&³(IIHFWRILURQLQ$O6L0JDOOR\´ ,QGLDQ)RXQGU\-RXUQDO

6DJVWDG7'DKOH1³*UDLQUHILQLQJRIK\SRHXWHFWLFDOXPLQLXPVLOLFRQDOOR\V ZLWK7L%OR\3URFHHGLQJVRI
WKH)LIWK,QWHUQDWLRQDO$)6&RQIHUHQFHRQ0ROWHQ$OXPLQLXP3URFHVVLQJ´ $PHULFDQ)RXQGU\PHQ¶V6RFLHW\
2UODQGR
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 ³$ ILOOLQJ DQDO\VLV RI WKH IRUJLQJ SURFHVV RI VHPLVROLG DOXPLQXP
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
6DUNDU$'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